MARKETS AND TRADE

Mexico’s Corn Industries and
U.S.-Mexico Corn Trade

U.S. corn exports to Mexico have increased dramatically since the
implementation of the North American Free Trade Agreement (NAFTA)
in January 1994. Most of the increased trade has been in yellow corn,
used primarily to feed livestock. But over the past 3 years, about 10
percent of this trade has consisted of white corn, which is used to pro-
duce tortillas and other traditional Mexican foods.

There are two fairly distinct markets for corn in Mexico: yellow
corn for livestock feed and other industrial uses, such as the produc-
tion of starch and high-fructose corn syrup, and white corn for direct
human consumption. Over the next decade, the growth of yellow corn
exports is largely assured by the anticipated expansion of Mexican live-
stock production. Prospects for white corn exports are more difficult to
predict, given the changing structure of Mexico's corn, milling, and tor-
tilla industries.

The Mexican corn sector is mostly devoted to the production of
white corn. It continues to feature a large number of very small produc-
tion units, typically about 10 hectares (25 acres), marked by low mech-
anization and low yields. Corn production has remained fairly stable
during the NAFTA period, in part due to Mexican agricultural supports.

U.S. corn exports to Mexico still consist primarily of yellow corn
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Yellow and mixed corn exports are calculated by subtracting white corn exports from total corn exports.
Cracked corn (broken or ground kernels) is defined as a distinct commodity from corn. Like yellow corn, it
is primarily used as animal feed.

Sources: USDA, Foreign Agricultural Trade of the United States database (total corn and cracked corn
exports) and USDA, Agricultural Marketing Service, Grain and Feed Weekly Summary Statistics, various
issues (white corn exports)

spurred by demand from a rapidly growing population. Growth
accelerated in the mid-1990s with new incentives arising from govern-
ment-sponsored garden programs, the establishment of private, price-
oriented agricultural markets, and the restructuring of state farms.
According to the Food and Agriculture Organization of the United
Nations, tropical fruit production expanded to 517,000 metric tons in
2002, more than double its level in 1990.

Urban gardens and larger more intensive gardens on the edges of
cities and towns grow much of Cuba's tropical fruit. These gardens use
little in the way of purchased chemicals, fertilizers, and other inputs
and depend heavily on labor. Intensive intercropping with tropical
fruit trees provides vegetables critical shade from the hot tropical sun.

Cuba's export prospects will likely hinge on access to nearby, high-
income markets like Canada and the United States. If the U.S. embar-
go were lifted, Cuba's citrus industry would likely look for markets in
the United States for fresh citrus, processed citrus products, and citrus
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Roughly 45,000 tor-
tilla  producers and
10,000 corn millers oper-
ate throughout Mexico.
But 90 percent of corn
flour production is con-
in two of

centrated
Mexico's largest food
companies, Gruma and Grupo Minsa. Gruma also produces tortillas
and tortilla-manufacturing equipment and has subsidiaries in Central
America, Europe, the United States, and Venezuela. Gruma's U.S. oper-
ations accounted for 47 percent of corporate sales in 2002.

Pressures for change come from both the supply and demand
sides. Increased concentration of Mexico's corn milling and tortilla
industries is likely to narrow the opportunities for small-scale produc-
ers to market their output. At the same time, a shift in Mexican diets
toward greater meat consumption and away from traditional foods is
likely to limit the growth of white corn demand.

Income growth will not only drive changes in food demand, but it
will also leverage structural change in Mexican agriculture. Improved
nonagricultural job opportunities will draw some producers out of
farming while supplementing the incomes of other farm households.
The extent to which economic growth boosts tax revenues also may
influence the degree to which the Mexican Government supports its
agricultural producers. For U.S. exporters, these factors will likely
assure Mexico's position as an important and growing market for yel-
low corn, while export possibilities for additional white corn sales are

more difficult to project. W

Steven Zahniser, zahniser@ers.usda.gov

William Coyle, wcoyle@ers.usda.gov

This finding is drawn from . ..

U.S.-Mexico Corn Trade During the NAFTA Era: New Twists to an Old
Story, by Steven Zahniser and William Coyle, FDS-04D-02, USDA/ERS,
May 2004, available at: www.ers.usda.gov/publications/fds/may04/
fds04do2/

byproducts. In turn, Cuba’s citrus industry could become a market for
U.S. exports of technology, citrus rootstock and other inputs, and cap-
ital. U.S.-Cuban partnerships might develop to partially integrate citrus
production, processing, and marketing for U.S. markets. Initially, Cuba
might even look to U.S. sources for high-quality tropical fruits for
Cuba's growing tourist market. Eventually, as Cuba's economy and
tropical fruit sector recover, U.S. consumers could provide opportuni-

ties for an increasingly competitive Cuban tropical fruit sector. Y
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